Washington report, vol. 11 no.8, April 19, 1982 by American Institute of Certified Public Accountants.
University of Mississippi
eGrove
Newsletters American Institute of Certified Public Accountants(AICPA) Historical Collection
1-1-1982
Washington report, vol. 11 no.8, April 19, 1982
American Institute of Certified Public Accountants.
Follow this and additional works at: https://egrove.olemiss.edu/aicpa_news
Part of the Accounting Commons, and the Taxation Commons
This Article is brought to you for free and open access by the American Institute of Certified Public Accountants (AICPA) Historical Collection at
eGrove. It has been accepted for inclusion in Newsletters by an authorized administrator of eGrove. For more information, please contact
egrove@olemiss.edu.
Recommended Citation
American Institute of Certified Public Accountants., "Washington report, vol. 11 no.8, April 19, 1982" (1982). Newsletters. 829.
https://egrove.olemiss.edu/aicpa_news/829
AICPA Washington Report
April 19, 1982, Volume XI, Issue 8
Energy I.G. releases report on department activities................................p.l
GAO Report indicates taxpayers spend 1 billion hours on tax
reporting............................ p.l
HHS Collection of delinquent child support from tax refunds adopted..............p.l
OMB Additional segment of draft FAR issued for comment...........................p.l
SEC Commission adopts rule to exempt small companies and approves plan
to codify certain ASRs..............p.2
Treasury House to hold hearing on abuse of business deductions...................... p.2
Proposal to charge taxpayers for private letter rulings is under
consideration........................p . 2
Special Senator Dole introduces legislation clarifying independent contractor
status.............................. p.3
The in fo rm a tio n  con ta ined in th is report has been prepared fro m  sources considered re liable, bu t its accuracy is no t guaranteed by us 
and is N OT necessarily a com plete  sum m ary o f all available materials on the sub ject. O pin ions expressed herein do no t necessarily re flect 
In s titu te  p o licy . R eproduction  o f these m aterials w ith o u t p r io r approval o f the A IC P A  is p ro h ib ite d .
ENERGY, DEPARTMENT OF
A report of the activities of the Inspector General's Office for 1981 has been 
released by Energy's Inspector General, James R. Richards. Secretary of 
Energy, James B. Edwards commended the Inspector General for his exemplary 
work. "I strongly endorse and personally support this Administration's com­
mitment to integrity and efficiency in federal programs. The 56 audits, in­
spections and public investigative reports have resulted in recovery or cost 
avoidance of millions of dollars." During the reporting period, Inspector 
General auditors place greater emphasis on examining the Department's cash 
management practices and procedures. Grant programs were also audited and 
management weaknesses identified. With approval of the I.G. audit reorganiza­
tion plan and the addition of 46 DOE field auditors to the I.G. staff, the 
audit capability of the I.G. office has been doubled,which will result in 
increased taxpayer savings in 1982. Copies of the report may be obtained by 
contacting Energy's Public Affairs Office at 202/252-5575.
GENERAL ACCOUNTING OFFICE
Taxpayers spend close to 975 million hours annually working on federal tax
forms, according to a recently released draft report from the GAO, titled,
"IRS Can Save Money and Reduce the Paperwork Burden on Businesses." The GAO 
noted that proper management by the IRS could reduce taxpayers' efforts and 
cut down IRS operating costs. According to the report, requested by Sen. 
Lloyd Bentsen (D-TX) when he was Chairman of the Joint Economic Committee, IRS 
could reduce its costs by $1.3 million and save taxpayers 4.5 million hours 
by strengthening internal controls over tax form revisions, reviewing the 
utility of information collected on forms, coordinating the forms with new 
regulations, making forms easier to read and involving top management more in 
the development of forms.
In a related matter, the IRS has announced a series of public hearings 
on ways to improve federal tax forms (see the 4/8/82 Fed. Reg., pp. 15204-05). 
The hearings, to be held on 5/11/82, in Fla., Minn, and Hawaii, are part of 
IRS's annual review of its forms, instructions and related schedules. Tax­
payers may send written comments to the Chairman, Tax Forms Coordinating Com­
mittee, Room 5577, IRS, 1111 Constitution Ave., N.W., Washington, D.C. 20224 
prior to 6/1/82. For additional information call 202/566-6254.
HEALTH AND HUMAN SERVICES, DEPARTMENT OF
The full force of the IRS collection process will now be available for collection
of delinquent child support under a final rule recently adopted by the Office 
of Child Support Enforcement of HHS (see the 4/14/82 Fed. Reg., p. 16027). 
Under the rule, the use of the IRS collection mechanism would be available to 
families not receiving Aid to Families with Dependent Children. Previously, 
collection of child support from income tax refunds was possible only when 
directed by court order. This rule will allow such action, effective 10/1/81, 
when directed by an administrative order from the Secretary of the Treasury. 
The rule also modifies criteria regarding prior collection to avoid duplica­
tion of collection efforts. For additional, information contact Eileen Brooks 
at 301/443-5350.
OFFICE OF MANAGEMENT OF BUDGET
An additional segment of the draft Federal Acquisition Regulation, dealing with 
research and development contracting, indirect cost rates and disallowance of 
costs, and suspension of payments, was recently issued for comment (see the 
4/15/82 Fed. Reg., p. 16189). Comments on this segment of the FAR are re­
quested by 6/15/82. For additional information contact William Maraist at 
202/395-3300.
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SECURITIES AND EXCHANGE COMMISSION
Companies with fewer than 500 shareholders and less than $3 million in total
assets will be exempt from filing periodic and annual financial statements
with the SEC, under a rule adopted by the Commisison on 4/15/82. Formerly, 
under Rule 12 (g) , the asset test for exemption from reporting was $1 million and 
500 shareholders or more. Companies now registered, according to the SEC, 
may deregister when they have fewer than 500 shareholders and total assets 
of less than $3 million at the end of their last three fiscal years. This 
new rule, as a part of the SEC's deregulatory efforts, is estimated to affect 
approximately 500 companies. In other action taken by the SEC during the 
meeting, the Commission agreed to create two categories of its existing "Ac­
counting Series Releases" ASRs. The Commission has issued over 300 Accounting 
Series Releases (ASRs) which relate to accounting and auditing matters. The 
Commission proposes to separate the ASRs into two broad categories. One cate­
gory would consist of around 200 ASRs dealing with policies or interpretations 
regarding various financial matters. The second category would consist of 
the remaining 100 ASRs which are enforcement related. The Commission is plan­
ning to codify the first category and provide a topical index of the category 
to aid research of enforcement actions.
TREASURY, DEPARTMENT OF
A public hearing will be held to investigate reports that self-enployed individuals
are taking business tax deductions for what are really non-deductible, per­
sonal living and family expenses. The hearing is scheduled to begin at 2 p.m. 
on 4/19/82, in 1100 Longworth House Office Building, and will be held by the 
Ways and Means Subcommittee on Select Revenue Measures. According to Subcommit­
tee Chairman Pete Stark (D-CA), the Subcommittee has learned that self-employed 
individuals, particularly those engaged in selling activities, are being en­
couraged to take personal expenses as business tax deductions under the premise 
that they are "ordinary and necessary" in carrying on the trade or business of 
selling. Many of these expenses may greatly exceed the income actually derived 
from the selling activity. In these situations, the individuals may be able 
to use these expenses to shelter other income, such as wages or other compensa­
tion. Rep. Stark said he hopes to determine the impact of these activities on 
the tax system. "The integrity of our voluntary self-assessment system of taxa­
tion depends on the public perception of the equity and efficiency of the system." 
Among witnesses scheduled to appear before the subcommittee is IRS Commissioner 
Roscoe Egger.
TREASURY, DEPARTMENT OF
A proposal to charge taxpayers a fee for private letter rulings they request is
under consideration by the Department. According to IRS Chief Counsel Kenneth
Gideon, speaking before the 4/13/82 Federal Bar Association Tax Council luncheon, 
"no final decision has been made." Private letter rulings are written state­
ments issued by the IRS National Office to taxpayers interpreting and applying 
tax law to specific sets of facts. According to IRS statistics, IRS acted on 
approximately 32,000 letter ruling and technical advice requests in 1981, 
roughly two-thirds of which were requests for changes in accounting methods 
and periods. Mr. Gideon indicated that, additionally, a series of "user fee" 
proposals are under consideration and that the fee for letter rulings could be 
proposed as part of a broader Treasury initiative on user fees. The user fee 
proposals could include some type of fee to cover U.S. Custom Service operations. 
It has not yet been decided whether the "user fee" proposal would go forward as 
a package or whether the proposal fee on letter rulings would be considered 
separately.
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SPECIAL: SENATOR DOLE INTRODUCES LEGISLATION CLARIFYING INDEPENDENT CONTRACTOR STATUS
New federal standards to clarify the classification of individuals as employees
or independent contractors for tax purposes, are contained in legislation 
recently introduced by Sen. Robert Dole (R-KS), Chairman of the Senate Finance 
Committee, on 4/14/82. The legislation, S. 2369, the "Independent Contractor 
Tax Classification Act of 1982," also establishes new measures to "improve 
tax compliance by individuals whose compensation as independent contractors is 
not subject to mandatory wage withholding." In his introductory remarks, Sen. 
Dole summarized IRS efforts since the early 1970s to reclassify and recharac­
terize certain individuals as employees, noting that they previously had been 
traditionally considered as independent contractors. Sen. Dole also noted 
that since 1978,Congress has prevented the IRS from proceeding with its re­
classification campaign, because of the unreasonable burdens this campaign im­
posed on business taxpayers. The bill, as currently drafted, provides certain 
"safe harbor" provisions "which a business can elect to rely upon to determine 
that certain workers are not employees for tax purposes. The bill preserves 
the com monlaw test standard as an alternative test for classifying workers, and 
also provides that the new 'safe harbor' standards are relevant for tax purposes 
only." S. 2369 will be the subject of a hearing by the Taxation and Debt 
Management Subcommittee, Committee on Finance, on 4/26/82.
For additional information, please contact Jim Kovakas, Gina Rosasco, 
Nick Nichols or Kathee Baker at 202/872-8190.
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